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Business Review

Overview

During the year ended 30 April 2003, the global economy
continued to be volatile with weak consumer sentiment due to
instability in the Middle East after the US-led war on Iraq and
outbreak of SARS.

Despite these conditions, the Group delivered robust growth in
both our turnover and net profit after tax attributable to
shareholders. For the year ended 30 April 2003, the Group
recorded shipment volume of approximately US$633.2 million
(equivalent to HK$4,939.0 million), representing an increase
of approximately 29.4% as compared to last year. Turnover,
comprised commission income, sales of merchandise and
service income, was recorded at approximately US$44.3 million
(equivalent to HK$345.5 million), representing an increase of
approximately 49.7% as compared to last year. Net profit after
tax attributable to shareholders for the year under review was
approximately US$12.3 million (equivalent to HK$95.9
million), an increase of approximately 48.2% when compared
to last year. Net margin as a percentage of shipment volume
improved by approximately 17.6% from 1.7% to 2.0% during
the year under review due to prudent cost measures, improved
operating efficiencies, the increase in shipment volume and
contribution from higher margin value-added services for
customers. Thanks to our global network and timely
implementation of various contingency measures, the outbreak
of SARS in the region did not cause any major

disruptions to our operations during the
year under review. '
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Market Overview
During the year under review, the Group enjoyed several
successes in its strategy of market diversification.

US Market

During the year under review, the US market accounted for
approximately 38.8% of the Group’s turnover, making it the
Group’s fastest growing and largest market. Turnover attributable
to the US market amounted to approximately US$17.2 million
(equivalent to HK$134.2 million), representing an increase of
approximately 105.1% over that of last year. The Group
successfully integrated the Warnaco business as evidenced by
the robust growth of this account during the year under review.
Although the consumer sentiment remained cautious, the
directors are confident that the outlook remains good as they
believe that the trend for outsourcing will continue. Meanwhile,
the Group will continue its efforts to generate new business
through broader services and deeper market coverage.

Canadian Market

As a result of the Group’s successful offering of value-added
services to provide our customers with total supply chain
management solutions, the Group’s turnover attributable to the
Canadian market increased by approximately 31.7% from
approximately US$11.1 million (equivalent to HK$86.6 million)
in last year to approximately US$14.6 million (equivalent to
HK$113.9 million) for the year under review. The growth was
mainly attributable to the Group’s value-added services, such as
private label development and packaging and trim services.

The Canadian Government granted duty free and quota free status
to many Least Developed Countries (LDC), including Bangladesh,
during the year under review. As a result, the Group has shifted
a portion of its sourcing base from other Asian countries to
Bangladesh, thus increasing the share of sourcing generated from
Bangladesh to Canada.
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As the Canadian market has been affected by economic
downturn, consumer confidence and purchasing power in
Canada remains weak. As a result, the Group expects its first
quarter results for the year ending 30 April 2004 will be affected
but remains cautiously optimistic that any adverse impact will
not continue due to the fast recovery expected after the removal
of Canada from the list of SARS-affected areas.

European Market

During the year under review, the Group recorded turnover to
the European market of approximately US$2.8 million
(equivalent to HK$21.8 million), representing an increase of
approximately 33.3% over that of the last year. Notwithstanding
the increase in turnover attributable to the European market,
the management’s strategy is to aggressively expand the Group’s
penetration in such market in the coming years. In May 2003,
the Group signed up Dr. Rehfeld Holding AG of Germany, one
of the top 100 clothing suppliers in Europe, as a new customer.
The management is confident that the Group will continue to
see business growth in view of its commitment to expand the
sales network and customer base in Europe.

Hong Kong and Other Markets

During the year under review, the Group’s turnover to Hong
Kong and other markets was approximately US$9.7 million
(equivalent to HK$75.7 million), representing an increase of
approximately 20.1% over that of the last year. The signing on
of a new customer Edgars Consolidated Stores Limited (Edcon),
a leading retail conglomerate in South Africa, in April 2003
further demonstrates the success of the Group’s customer
acquisition campaign, contributing to our strategy of market
diversification to further reduce the Group’s reliance on the
North American market.
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Hardgoods Development
During the year under review, the Group’s turnover in hardgoods

contributed approximately US$5.3 million (equivalent to
HK$41.3 million), representing a modest increase of
approximately 1.2% as compared to last year. To strengthen its
execution and offerings, the Group recruited a new business
director in charge of hardgoods in April 2003 to aggressively
grow this business. In addition to expanding our customer base
in North America, the Group anticipates expansion opportunities
in the European and other markets in the near future.

L.0.G.O.N. System

During the year under review, the Group successfully linked
the L.0.G.0.N. system to some of its key customers and vendors.
The Group expects to have a fully-connected system among its
key customers, vendors and the Group by the end of fiscal year
2004.

In addition to RFQ (Request For Quotation) and E-Office Human
Resources Intranet, the Group further expanded the
functionalities of L.0.G.0.N. system to include E-Approval and
E-Fixed Asset modules and expects to complete the modules
on E-Auction facility, E-Accounts Receivable and E-General
Ledger within the next two years, allowing the Group to have a
comprehensive web-based Enterprise Resource Planning (ERP)
system to realize the full benefits and synergies of an advanced
technological platform.

To augment its |.T. planning and execution capabilities, the
Group recruited a new business director in charge of I.T. in
May 2003. The Group will continue to invest in the
enhancement of its L.0.G.0.N. system to further reinforce the
connectivity and integration with its customers and vendors as
part of our global supply chain management solutions.
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Value-added Services

During the year under review, the Group’s value-added services
showed a promising start, generating a turnover of approximately
US$10.9 million (equivalent to HK$85.0 million). In addition
to the Group’s existing value-added services, including product
development for private label business and design services,
packaging and trim services, quality assurance and social
compliance auditing services, the Group will further expand its
offerings to existing and new customers. The management
expects contributions from the Group’s value-added services
will continue to grow strongly in the coming years.

China Expansion

With China’s growing importance as a strategic sourcing hub
after its accession to the WTO, the Group has expanded its
office network in China to include Shenzhen, Shanghai, Fuzhou,
and Tianjin. The Group was a co-sponsor together with the China
Commerce Association for General Merchandise (CCAGM) of
the first and largest China Department Store Summit held in
Beijing in March 2003 with very encouraging results. The
management believes that the successful retail summit and its
affiliation with the Group’s parent company has helped the Group
establish its credibility, providing a platform to introduce the
Group’s supply chain management solutions to potential
department stores and retail groups in China which are looking
for ways to improve their competitiveness and profitability in
light of China’s entry into the WTO.

Financial Review

The Group’s financial position is strong with deposits and cash
balances of approximately US$37.9 million (equivalent to
HK$295.6 million) as at 30 April 2003. In addition, the Group
has banking facilities of approximately US$1.0 million
(equivalent to HK$7.8 million) which have not been utilised.
The Group has continued to operate under a debt-free model
with no outstanding net debt as at 30 April 2003 except a hire
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Committed to
to supply chain management solutions

purchase loan for a motor vehicle at a net book value of
approximately US$47,000 (equivalent to HK$367,000).

The Group has a strong current ratio of 12.0 and a negligible
gearing ratio of less than 0.1%, based on interest bearing
borrowings of approximately US$28,000 (equivalent to
HK$218,000) to shareholders’ equity of approximately
US$45.7 million (equivalent to HK$356.5 million), as at 30
April 2003. During the year under review, the Group’s capital
comprised solely of shareholders’ equity. There has not been
any material change in the Group’s borrowings since 30 April
2003.

The Group’s net asset value as at 30 April 2003 was
approximately US$45.7 million (equivalent to HK$356.5
million).

As at 30 April 2003, the Group had no material contingent
liability and there has been no material change since then.

The majority of the Group’s transactions are denominated in
US dollars and Hong Kong dollars. Since the Hong Kong dollar
is pegged to US dollar, the management believes that exchange
risk is not significant at this time.

Human Resources

For the year under review, the Group has strengthened its senior
management team with the hiring of a new corporate director,
a former executive vice president in charge of operations at
Colby International Limited, a sourcing company acquired by
Li & Fung in 2000. The corporate director is responsible for
the day-to-day operations of the Group to raise operational
efficiencies and promote customer-oriented culture. The two
new business directors recruited separately for hardgoods and
[.T. report to the corporate director. The Group will continue to
invest in human capital to drive its business moving forward.
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REPORT OF THE CHIEF EXECUTIVE OFFICER

Seizing to grow

Remuneration Policy and Staff Development
Scheme

As at 30 April 2003, the Group had 709 employees. The total
staff costs for the year under review amounted to approximately
US$16.9 million (equivalent to HK$131.8 million) (2002:
US$12.8 million (equivalent to HK$99.8 million)).

The Group offers competitive remuneration schemes to its
employees based on industry practices, individual and the
Group’s performance. In addition, share options and
discretionary bonuses are also granted to eligible staff based
on both the Group’s as well as individual performance. It also
offers fringe benefits such as professional tuition and training
subsidies to staff to enhance their sense of loyalty and as part
of the Group’s emphasis on staff training and development.

Prospects

The Group is concerned with the further weakening of an already
slow global economy due to the yet to be determined effects of
the Iraqgi war and a possible re-occurrence of SARS. While the
effects of SARS on the results of the Group were limited in the
year under review, the management will monitor closely any
possible impact in the upcoming periods. The management
remains cautiously optimistic given the continuation of a global
outsourcing trend. In the wake of the recent SARS episode,
brand owners and retailers continue to seek partnerships with
sourcing agents offering competitive and value-added solutions
in the management of their global supply chains. The
management also expects the new customers will make
important contributions to the Group. Riding on the increasing
trend of outsourcing, the management is confident in taking
business further in the year ending 30 April 2004.

Besides the addition of an office in Cambodia, the sourcing

network of the Group was further strengthened by doubling the
size of the offices in Bangladesh and Shanghai in China.
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Meanwhile, with deposits and cash balances of approximately
US$37.9 million (equivalent to HK$295.6 million), the Group
is actively seeking strategic merger and acquisition
opportunities.

Use of Proceeds of the Initial Public Offering

The shares of the Company were listed on the Main Board of
The Stock Exchange of Hong Kong Limited (“Stock Exchange”)
on 10 May 2002. Through the issue of 148.2 million new shares
at HK$1.68 each, the Group raised approximately US$31.9
million (equivalent to HK$248.8 million). After deduction of
listing related expenses, net proceeds were approximately
US$27.8 million (equivalent to HK$216.8 million).

As at 30 April 2003, a total of approximately US$1.5 million
(equivalent to HK$11.7 million) of the net proceeds had been
used for I.T. investment (L.0.G.0.N. system), and setting up of
sourcing offices in China. The remaining net proceeds of
approximately US$26.3 million (equivalent to HK$205.1
million) will be used as planned to further expand the sourcing
network, enhancement of L.0.G.0.N. system, marketing and
business development together with mergers and acquisitions.
While the Group continues to look for synergistic merger and
acquisition targets, a substantial part of the cash in hand has
been placed into deposits.

Steven Julien FENIGER & &4
Chief Executive Officer 7TIE(#2%

Hong Kong, 23 July 2003
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